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To the Township Board
Township of Krakow
Presque ls le  Cou nty ,  Mrchigan

We have audited the accompanying general purpose financral statements of the governmental activities of Krakow
Township as of  and for  the year  ended March 31 2008.  which col lect ive ly  compr ise the basic  f inancra l  s tatements of
Krakow Townshlp 's  management  Our responsib i l i ty  is  to  express opin ions on these f inancia l  s tatements based on our
audi t

We conducted our audrt in accordance with auditing standards generally accepted in the United States of America and the
standards appl icable to  f inancia l  audi ts  conta ined in  Government  Audi t ing Standards,  issued by the Comptro l ler  General
of the United States. Those standards require that we plan and perform the aud t to obtain reasonable assurance about
whether  the f inancia l  s tatements are f ree of  matenal  mrsstaternent  An audi t  inc ludes examrning,  on a test  basis
evrdence suppor t ing the amounts and d isc losures in  the f inancia l  s tatements.  An aud t  a lso inc ludes assessrng the
account ing pr incrp les used and the s igni f icant  est imates made by management .  as wel l  as evaluat ing the overa l l  f inancra l
s tatement  presentat ion We bel ieve that  our  audi t  prov ides a reasonable basis  for  our  opin ion.

In our  opin ion,  the f inancia l  s tatements referred to above present  fa i r ly  ln  a l l  mater ia l  respects,  the respect ive f inancia l
posi t ion of  the governmenta l  act iv i t ies of  Krakow Townshrp as of  March 31 2008,  and the respect ive changes In f inancia l
position of those activrties and funds. and the budgetary comparison for the general fund for the year ended in conformity
wi th account ing pr inc ip les genera l ly  accepted in  the Uni ted States of  Amer ica

The management 's  d iscussion and analys is  and budgetary compar ison in formatron are not  a requ red par t  o f  the basic
f rnancia l  s tatements but  are supplementary in format ion requi red by accountrng pr inc p les genera l ly  accepted in  the Uni ted
States of  Amer ica.  We have appl ied cer ta in l imi ted procedures,  which consis ted pr lnc ipal ly  of  nqui r ies of  management
regard ing ihe methods of  measurement  and presentat ion of  the requi red supplernenta l  in format ion However we d id not
audi t  the in format ion and express no opin ion on i t .

ln accordance witn Government Auditing Standards. we have also issued our report dated July 31, 2008 on our
consideration of Krakow Township s internal control over financial reporting and on our tests of its compliance with ceftain
provisions of laws, regulations, contracts and grant agreements and other matters The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that testing.
and not to provide an opinion on the internal control over financial reporting or on compliance That report is an integral
part of an audit performed in accordance w\lh Government Auditing Standards and should be considered in assessing the
resul ts  of  our  audi t

Our audi t  was conducted for  the purpose of  forming opin ions on the f inancia l  s tatements that  co l lect ive ly  compr ise Krakow
Township 's  basic  f inancia l  s tatements.  The accompanying combined and ind iv idual  f inancia l  s tatements,  as ident i f ied in
the table of contents are presented for purposes of additional analysis and are not a required part of the basic financial
s tatements.  The accompanying requi red supplementa l  and other  supplementa l  n format ion,  as ident i f ied in  the table of
contents.  is  not  a reoui red oar t  o f  the basic  f inancia l  s tatements The combined and Indiv idual  f rnancia l  s tatements have
been subjected to the audi t ing procedures appl ied in  the audi t  o f  the basic  f inancia l  s tatements and.  In  our  opinron,  are
fairly stated jn all material respects in relation to the basic financial statements as a whole.
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KRAKOW TOWNSHIP

MANAGEMENT'S DISCUSSION AND ANALYSIS

This sect ion of  the Township s annual f inancial  report  presents our discussion and analysis of  the
Township's f rnancial  performance dur ing the f iscal  year ended lv larch 31. 2008. Please read i t  in
conlunct ion with the f inancial  statements which immediately fol low this sect ion.

USING THIS ANNUAL REPORT

This annual report  consists of  a ser ies of  f inancial  statements.  The Statement of  Net Assets and the
Statement of  Act iv i t ies provide informat ion about the act iv j t ies of  the Township as a whole and present
a long{erm view of the Township's f inances. Fund f inancial  statements tel l  how these services were
f inanced in the short- term, as wel l  as what remains for future spending. Fund f inancial  statements also
report  the Township's operat,ons rn more detai l  than the government-wide f inancial  statements.

F INANCIAL  H IGHLIGHTS

Assets at  March 31. 2008 totaled $227 ,559 for governmental  act iv i t ies.  Of the total ,  $94,002
represents capi tal  assets,  net of  depreciat ion.

Revenues der ived from al l  act iv i t ies were $157,427. Overal l  expenditures for the Township's
governmental  actavi t ies were $106.379.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report  consists of  three parts.  (1) Management 's Discussion and Analysis ( lVD&A), (2) the
basic f inancial  statements.  and (3) required supplemental  informat ion. The basic f inancial  statements
include two different kinds of slatements that present different views of the Township.

The first two statements are government-wide financial statements and provide both long and short-
term informat ion about our overal l  f inancial  status. These statements present governmental  act iv i t ies
andior business{ype act iv i t ies.  There were no business{ype act iv i t ies for the f iscal  year ended March
31 2008

The remaining statements are fund f inancial  statements,  which focus on the indiv idual  parts of  the
Township in more detai l .

The Notes to Financral  Statements explain some of the informat ion in the statements and provide more
detai led data.

Requrred supplemental  informat ion further explains and supports the f inancial  statement rnformat ion
with budgetary comparisons.

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The government-wide slatements report  informat ion about the Township as a whole,  using account ing
methods used by pr ivate companies. The Statement of  Net Assets includes al l  of  the Township's
assets and liabilities. The Statement of Activities records all of the current Vear's revenues and
expenditures. regardless of  when received or paid.



KRAKOW TOWNSHIP

MANAGEMENT'S DISCUSSION AND ANALYSIS

The two government-wide statements report net assets and how they have changed. Net assets are
the di f ference between the Township's assets and l iabi l i t ies.  This is one method to measure the
f inancial  heal th or posi t ion.

Over t ime. increases or decreases in the Township's net assets are an indtcator of  whether f inancial
posi t ion is improving or deter iorat ing.

To assess the overal l  heal th of  the Township,  addi t ional  factors such as tax base changes, faci l i ty
condit ions. and personnel changes may be considered.

l \ ,4ost of  the act iv i t ies of  the Township are reported as governmental  act iv i t ies.  These would include the
operat ions recorded in the General  Fund.

FUND FINANCIAL STATEMENTS

The fund f inancial  statements provide more detai led informat ion about the Township's funds, focusing
on signi f icant (major)  funds, not the Township as a whole.  Funds are used to account for speci f ic
acttv i t ies or funding sources. Some funds are required by law or bond covenants The Townshrp
Board may also create them. Funds are establ ished to account for funding and spending of specj f ic
f inancial  resources and to show proper expenditure of  those resources

The Township has the fol lowing types of funds.

Governmental  Funds

Most of  the Township's act iv i t ies are included in the governmental  fund category.  This fund is
presented on the modif ied accrual  basis,  which is designed to show short{erm f inancial  informat jon.
You wi l l  note the di f ferences between the Township's government-wide stalements and the fund
statements are disclosed in reconciling slatements to explain the differences between them.

The Township maintains only one indiv idual  governmental  fund, a General  Fund, which we consider to
be a major fund. This fund is financed primarily by property tax revenue and state shared revenues.

Fiduciary Funds

The Township acts as a trustee or f iduciary and is responsible for insur ing that the assets of  these
act iv i t ies are col lected and disbursed to the respect ive ent i t ies to which the funds belong. The
Township maintains these funds and is responsible for insur ing that the assets of  these act iv i t ies are
spent for their  intended purpose and at the direct ion of  those indiv iduals or organizat ions to which the
funds belong. These act iv i t ies do not appear in the Township's government-wide f inancial  statements
since the assets do not belong to the Township.  The Township maintains a Tax Col lect ion Fund in this
category.



KRAKOW TOWNSHIP

MANAGEMENT'S DISCUSSION AND ANALYSIS

FUND ANALYSIS OF THE TOWNSHIP AS A WHOLE

Net Assets

The Township's governmental  act iv i t ies net assets increased $41,945 dur ing the year,  to total
$223 .111  .

FINANCIAL ANALYSIS OF THE TOWNSHIP'S FUNDS

Governmental  Act iv i t ies

The general  act iv i t ies remained consistent,  and the Township cont inued to provide the same services
to i ts residents:  administrat ive, assessing elect ions, township hal l  maintenance. road maintenance, tax
col lect ion, street l ight ing, ambulance service and f i re protectton.

Capital  Asset Administrat ion

At l \ i larch 31, 2008, the Township had $154,680 in capi tal  assets,  including the town hal l ,  land,
computers and other of f ice equipment.  The net book value is $94,002 at l \ i larch 31, 2008.

CONTACTING VILLAGE MANAGEMENT

The f inancial  report  is designed to provide our c i t izens, credi tors,  investors,  and customers with a
general  overview of the Township's f inances and to demonstrate the Township's accountabi l i ty for
revenues i t  receives. l f  you have any quest ions concerning this report ,  or need addit ional  informat ion.
please contact the Townshrp Clerk at  (989) 766-8804.



TOWNSHIP OF KRAKOW
Presque lsle County, Michigan

GOVERNIVENT-WIDE STATE[/ENT OF NET ASSETS
l\ilarch 31 . 2008

Governmenta l
ActivitiesASSETS:

CURRENT ASSETS.
Cash n bank
Investments
Taxes receivable
Snc.ial eccpqsr'rpnlq recetVaDle

Total Cu rrent Assets

NON-CURRENT ASSETS
Capital Assets
I  eqc  A . . | |m | | l a tad  npn fec ta t  On

Total Non-current Assets

TOTAL ASSETS

LIABILITIES AND NET ASSETS.

LIABILITIES:

C U R R E N T  L I A B I L I T I E S
Deferred revenue

Total Current Liab lities

NET ASSETS:

Invested in Capita Assets, Net of Related Debt
Unrestricted

Total Net Assets

TOTAL LIABILITIES AND NET ASSETS

3 . 4 1  0
119 444

6 259
7 1 3 7

136.246

154 680

94.QOz

230.248

94.042
129 .  1  09

223 .111

230,248

The accompanying notes are an Integra part ofthese f inancial stalernents.

7

137
137



TOWNSHIP OF KRAKOW
Presque ls le County,  Michigan

GOVERNMENT-WIDE STATEMENT OF ACTIVITIES
For the year ended March 31. 2008

Program
Revenue

Governmental
Activities

Charges for
Services

Net  (Expense)
Revenue and

Changes in  Net
Assets

F U NC TIONS/PROG RAM S

Governmental Act vities
Legis lat ive
General government
Pu blic safety
Publ ic  works

Total Governmental Activities

General  Revenues:
Property taxes
Other taxes
S t a t o  r p v e n r r c  e h a r r n a

Interest
Miscel laneous

Total General Revenues

Change in Net Assets

Net Assets, Beginning of year

Net Assets, End of Year

Exoenses

5 20.47 8
33.884
1 6  0 9 1
45 429

$  1  1 5 , 4 8 2

1 5  9 5 5
578

18 860

q  ? q  ? a o

$
$
$
S

(20.478)
( 1 7  9 2 9 )
( 1 5  5 1 3 )
t ) A  1 R 1 \

(80,083 )

6 0 , 1 5 0
6,004

4  5 . 3 6  3
2 672
7 . 8  3 9

122

41 .945

1 6 61 8 1

2 2 3  1 1 1

The accornpanying notes are an integral parl  of these f inanc a statemenls



TOWNSHIP OF KRAKOW
Presque ls le County,  Michigan

COMBINED BALANCE SHEET-AL t  FUND TYPES AND ACCOUNT GROUPS
March  31 .  2008

General
Assets

Cash In bank
lnvestments
Taxes receivable
Specia l  assessment  receivab e

Total Assets

Liabi l i t ies and Fund Equi tv

L iabi l i t ies:
Deferred revenue

Tota l  l ia  b i l i t ies

Fund equi ty :
Fu nd Balances

Unreseryed
U ndesig nated

Total fu nd equity

Tota l  L iabi l i t ies and Fund Equi ty

3 . 4 1  0
119.444

6 259
7 137

136,246

t J /

1 2 9 , 1 0 9
1 2 9 , 1 0 9

136 246

Tre accompary,ng _oles are an Integral 9an of these f ra|.cta staleme-ls



TOWNSHIP OF KRAKOW
Presque ls le County,  Michigan

RECONCILIATION OF BALANCE SHEET OF GOVERN[/ENTAL FUNDS
TO THE STATEMENT OF NET ASSETS

For the year ended March 31, 2008

TOTAL FUND BALANCES -  GOVERNMENTAL FUNDS
Amounts reported for governmental act vitres in the statement of

net assets are drffe'ent becaJSe -

Capi ta l  assets used in  governmenta l  act iv i t ies are not  f inancia i  resources and
therefore are not repoded n the governmental funds balance sheet

s  129 .109

Caprta assets at  cost  154.680
Accumulated deprecrat  on (60 678)

TOTAL NET ASSETS -  GOVERNMENTAL ACTIVITIES S 223,111

The accompany ng notes aTe an ntegral part ofthese f inanciai statements

1 0



TOWNSHIP OF KRAKOW
Presque ls le County,  Michigan

COMBINED STATE[/ENT OF REVENUES. EXPENDITURES AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS

For the vear ended March 31. 2008

Reven ues:
Property Taxes
Other taxes
I  ! . A ^ c a c  a n d  n o r m r l <

q t r r o  r a v a n l a  c h : r i n ^

Charges for servrces
Property tax admin stratron
Tran sfer statron

Interest
q n a . r 2 l  z e c A e a m a n i a

Miscel laneous

Total Revenues

Expenditures:
Leg rslatlve.

Townsh ip  Board
General  government

Supervisor
Elect tons
Assessor
Clerk
Board of Review
Treasu rer
Bui ld ing and grounds

Public safety
Ordtnance offlcer
Frre protection
Plannrng and zon Ing

Pu b l ic  works
Highways and streeis
Street lig hting
Sani tat ion

Tota l  Expendi tu res

Excess (Deficiency) of Revenues over Expenditures

Fund Balance,  Apr i l  I

Fund Balance,  March 31

General
58.349
6 004
1 0 3 8

45,36 3

1 5 . 9 5 5
1 8  4 0 6
2 672
1 , 8 0 1
7  e ? q

157 .427

1 9  4 9 5

7 ,0Q4
1 .920

'14.000

I  240
1 3 8 0
8 496
6 , 9 9 1

600
1 4  7 6 i
3 050

2 000
883

I  7 .553
1 0 6  3 7 9

5 1  . 0 4 8

78,061

1 2 9 , 1 0 9

The accompanying notes are an Inlegral paal of these frnanc al statements.

1 1



TOWNSHIP OF KRAKOW
Presque ls le County,  Michigan

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES OF GOVERNIVENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

For the year ended March 31. 2008

NET CHANGE IN FUND BALANCES- TOTAL GOVERNI\4ENTAL FUNDS

Amounts feported for governmental actrvrtres in the Statement of Activrties are differeni because
Government  funds repor t  capi ta l  out iays as expendi tures,  in  the Statement  of  Act iv  t ies,

these costs are a l located over  the i r  est  mated usefr r l  l rves aq dpnrp.  e i  nn

Depreoat  on Expense
Capi ta l  Out lay

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES

The accompanying notes are an Integral part of these f inanca slatements

$ 51 .048

(12 ,034 )
2.931

s  41 ,945

12



TOWNSHIP OF KRAKOW
PRESQUE ISLE COUNTY. MICHIGAN

Notes to Financial Statements
March 31,  2008

NOTE 1 -  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The account ing pol ic ies of  the Local Governmental  Unit  conform to account ing pr inciples
general ly accepted in the United States of  America (GAAP) as applrcable to governmental  uni ts.
The fol lowing is a summary of  the signi f icant account ing polrcres used by the Local
Governmental  Unit :

A. Report ing Ent i ty

The Township of  Krakow is located in Presque ls le County,  Michigan. The Local Governmental
Unit  is governed by an elected board The accompanying f inancial  statements present the
government ent i t ies for whrch the government rs considered to be f inancial ly accountable

B. Government-Wide and Fund Financial  Statements

The government-wide f inancial  s latements ( i  e. ,  the statement of  net assets and the statement
of changes in net assets) report  informat ion on al l  of  the non f iduciary act iv i t ies of  the pr imary
government.  Governmental  act iv i t ies,  normal ly supported by taxes and intergovern menta I
revenues, are reported separately f rom business-type act iv i t ies which rely to a signrf icant extent
on fees and charges for support .  Krakow Township does not have any business{ype act iv i t ies
reported in proprietary funds.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment is offset by program revenues. Direct expenses are those that are clearly
ident i f iable with a speci f ic funct ion or segment.  Program revenues include: (1) charges to
customers or appl icants who purchase, use, or direct ly benef i t  f rom goods, services, or
pr iv i leges provided by a given funct ion or segment;  and (2) grants and contr ibut ions that are
restr icted to meet ing the operat ions or capi tal  requirements of  a part icular funct ion or segment.
Taxes and other items not properly included among program revenues are reported instead as
general  revenue.

Typical ly,  separate f inancial  statements are provided for governmental  funds and propr ietary
funds. Ma. lor indiv idual  governmental  funds and major indiv idual  enlerpr ise funds are reported
as separate columns in the fund f inancial  statements.  However,  Krakow Township does not
have any proprietary funds to report.

Governmental  Funds
Governmental  funds are those funds through which most governmental  funct ions typical ly are
frnanced. The acquisi t ion, use and balances of the government 's expendable f inancial
resources and the related current l iabi l i t ies are accounted for through governmental  funds.
The Government reports the fol lowing major fund:
The general  fund is the Government 's pr imary operat ing fund. l t  accounts for al l  f inancial
resources of the Government, except those required to be accounted for in another fund.
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TOWNSHIP OF KRAKOW
PRESQUE ISLE COUNTY, MICHIGAN

Notes to Financial  Statements
March  31 ,  2008

C. Measurement Focus, Basis of  Account ing, and Financial  Statement Presentat ion

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual  basis of  account ing. Revenue is recorded when earned
and expenses are recorded when a l iabi l i ty is incurred, regardless of  the t iming of related cash
flows. Property taxes are recognized as revenue in the year for which they are levied. Grants
and simi lar i tems are recognized as revenue as soon as al l  e l ig ibi l i ty requtrements imposed by
the provider have been met.

Among reported as program Tevenue include: (1) charges to customers or appl icants for goods.
services, or pr iv i leges provided; (2) operat ing grants and contr ibut ions; and (3) capi tal  grants
and contr ibut ions. Internal ly dedicated resources are reported as general  revenue rather than
as program revenue. Likewise, general  revenue includes al l  taxes and unrestr icted State aid.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modif ied accrual  basis of  account ing. Revenue is recognized as
soon as i t  is both measurable and avai lable.  Revenue is considered to be avai lable i f  i t  is
col lected within the current per iod or soon enough thereafter to pay habi l ( ies of  the current
per iod. For this purpose, lhe governmenl considers revenues to be avai lable i f  they are
col lected within 60 days of  the end of the current f iscal  per iod. Expenditures general ly are
recorded when a l iabi l i ty is incurred, as under accrual  account ing. However,  debt service
expenditures. as wel l  as expenditures related to compensated absences and claims and

Judgments, are recorded only when payment is due.

Property taxes, intergovernmental grants, and interest associated with the current fiscal period
are all considered to be susceptible to accrual and so have been recognized as revenue of the
current f iscal  per iod. Al l  other revenue i tems are considered to be avai lable only when cash is
received by the government.

Pr ivate-sector standards of  account ing issued pr ior to December 1,  1989, are general ly fo l lowed
in the government-wide fund financial statements to the extent that those standards do not
conflict with the standards of the Governmental Accountino Standards Board.

D. Assets, Liabilities, and Net Assets or Equity

Bank Deposits and Investments
Cash and cash equivalents are considered to be cash on hand, demand deposi ts,  and short-
term investments with a maturity of three months or less when acquired Investments are stated
at fair  value and consist  of  cert i f icates of  deposi t  as of  March 31, 2008.

Receivables and Payables
Property tax receivables are shown as net of allowance for uncollectible amounts. Property
taxes are levied on each December 1'r on the taxable valuation of property as of the preceding
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TOWNSHIP OF KRAKOW
PRESQUE ISLE COUNTY, MICHIGAN

Notes to Financial Statements
March 31,  2008

December 31' ' .  Taxes are considered del inquent on March 1' t  of  the fol lowing year,  at  which
t ime penalt ies and interest are assessed.

Capital Assets
Capital  assets,  which include property,  plant,  equipment,  and infrastructure assets (e g.  roads.
br idges, s idewalks, and simi lar i tems),  are reported in the governmental  column in the
governmenlwide f inancial  statements.  Capital  assets are def ined by the government as assets
with an in i t ia l  indiv idual  cost of  more than $1,000 and an est imated useful  l i fe in excess of  two
years. Such assets are recorded at historical cost if purchased or estimated historical cost if
constructed. Donated capilal assets are recorded at estimated fair market value at the date of
donat ion.

Property,  plant and equipment is depreciated using the straight- l ine method over i ts 'est imated
useful life.

Capital  asset act iv i ty of  the Township's governmental  act iv i t ies for the current year was as
fol lows:

Balance Balance
Governmenta Activities: 41112007 Additions Deletrons 31311?008

Land and Land lmp.  26,221 908 -  27 129

Bui ld ings & Bui ld ing lmp 68,900 2.681 - 71 581

44.924 11 046 -  55.970

140.045 14 635 -  154 680

(48,644)  (12,034)  _, ._ .  - :_  (60,678)_

Equipment

Total

Accumulated
Depreciation

Net capitar Assets ___9_11!_1_ __2,601 _ ____91!!L

NOTE 2 - COMPENSATED ABSENCES (SICK AND VACATION LEAVE}

There are no compensated absences provided by the Township which would require disclosure
under GASB regulat ions.

NOTE 3. LONG-TERM OBLIGATIONS

The Township has no long{erm obl igations.



TOWNSHIP OF KRAKOW
PRESQUE ISLE COUNTY, MICHIGAN

Notes to Financial Statements
March  31 ,  2008

NOTE4-FUNDEQUITY

In the fund f inancial  s latements,  governmental  funds report  reservat ions of  fund balance for
amounts that are not avar lable for appropr iat ion or are legal ly restr icted by outside part ies for
use of a speci f ic purpose. Designat ions of  fund balance represent tentatrve management plans
that are subject to change. As of  March 31, 2008, the Township has not reserved any port ion of
the fund balance.

NOTE 5 -  COMPARATIVE DATA/RECLASSIFICATIONS

Comparative total data for the prior year has not been presented in the fund financial
statements.

NOTE 6 -  ENCUMBRANCES

Encumbrance account ing, under which purchase orders,  contracts,  and other commitments for
the expenditure of  monies are recorded in order to reserve that port ion of  the appl icable
appropr iat ion, is not employed by the Township.  Commitments outstanding at year end are
charged against the subsequent year's appropriation once received and approved.

NOTE 7 -  USE OF ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of  assets and l iabi l i t ies;  disclosure of  cont ingent assets and l iabi l i t ies at  the date of  the
f inancial  statements;  and the reported amounts of  revenues and expenses dur ing the per iod.
Actual results could differ from those estimates.

NOTE 8 .  STEWARDSHIP. COMPLIANCE. AND ACCOUNTABILITY

Budgetary Information
Annual budgets are adopted on a basis consistent wi th account ing pr inciples general ly accepted
in the United States of  America and State law for al l  Government Funds. Al l  annual
appropr iat ions lapse at f iscal  year end.

The budget document presents information by fund and function. The legal level of budgetary
control  adopted by the governing body ( i .e. ,  the level  at  which expenditures may not legal ly
exceed appropr iat ions) is the funct ion level .  State law requires the Government to have i ts
budget in place by the beginning of its fiscal year. Expenditures in excess of amounts budgeted
are a violat ion of  Michigan law. State law permits governments to amend their  budgets dur ing
the year.  During the year,  the budget was amended in a permissible manner.  There were no
signi f icant amendments dur ing the year.



TOWNSHIP OF KRAKOW
PRESQUE ISLE COUNTY.  MICHIGAN

Notes to Financial Statements
March 31, 2008

Amounts encumbered for purchase orders, contracts. etc. are not tracked during the year
Budget appropriat ions are considered to be spent once the goods are del ivered or the services
renoereo.

Excess of Expenditures Over Appropriat ions in Budgeted Funds
The Uniform Budgeting and Accounting Act, PA 2 of 1968, as amended, (MCL 141.421 et seq ),
provides that a local governmental unit  shal l  not incur expenditures in excess of lhe amount
appropnareo.

During the year, the Township did not incur expenditures which were in excess of the amounts
budgeted.

Accumulated Fund Defici ts
The Township did not have any accumulated fund balance defici ts in any individual funds as of
March 3'1 2008.

NOTE 9 . DEPOSITS AND INVESTMENTS

Deposits
The Government's cash accounts consrst of various interest bearing checking and savings
accounts. At year-end, the carrying amount of the Township's deposits was $3,410 and the
ban k balance was $5,000.

lnvestments
State statutes authorize the Government to invest in obl igations of the U.S. Treasury and U S.
agencies, deposit agreements with federal ly insured f inancial inst i tut ions within the State of
Michigan, high grade commercial paper, repurchased obl igations of the U.S. government and
U.S. agencies, banker's acceptances of U.S. banks and mutual funds. As of March 31, 2008,
the Township investments consisted of certificates of deposit, which the carrying amount and
the bank balance was $1 19,440.

The total Township's cash and investments amounted to $122,850 as of March 31, 2008.
$100,000 was covered by Federal Depository Insurance.

NOTE ,IO. RECEIVABLES

Receivables as of year end represent unpaid taxes to be received by Presque lsle County.

NOTE 11 - CONTINGENT LIABILITIES

Risk Manaqement - The Township is exposed to various risks of loss related to torts; theft of,
damage to, and destruction of assets, errors and omissions; injuries to employees; and natural
disasters. The Township has obtained commercial insurance to handle i ts r isk of loss.
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TOWNSHIP OF KRAKOW
PRESQUE ISLE COUNTY. MICHIGAN

Notes to Financial Statements
March 31, 2008

NOTE 12 - OEFERRED COMPENSATION PLAN

The Township does not have a deferred compensation plan.

NOTE 13 _ PENSION PLAN

The Township has a defined contr ibution pension plan covering al l  ful l  t ime employees. The
Township contr ibutes an amount of each employee's annual salary to the plan. Pension
expense for the f iscal year ended March 31, 2008 was $1 ,295.

NOTE ,I4 - BUILDING PERMITS

The Township of Krakow does not issue bui lding permits. Bui lding permits are issued by
Presoue lsle Countv.
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TOWNSHIP OF KRAKOW
Presque ls le County,  Michigan

REQUIRED SUPPLEMENTAL INFORMATION
GENERAL FUND

SCHEDULE OF REVENUE, EXPENDITURES AND CHANGES IN FUND
BALANCE . BUDGET AND ACTUAL
For the vear ended March 31. 2008

Orig inal  F inal
Budget  Budget

Variance with
Final  Budget

Over
(Under)

Revenues:
Property taxes
Other taxes
L r u c r  r r r r  c r  r u  p e r  I  l r r s
q t 2 t o  r a v a n , , A  c h  ' .  ^ ^

Charges for services:
Property tax adm n stration
Transfer statlon

q ^ a . i r l  r a c o . . m a n t c

Interest
Miscel laneous

Total reven ues

Expendi tures:
Legislative

Township Board
Generai governmentl

Supervisor
Elect ions
ASSeSSoT

Clerk
Board of Review
Treas u re r
Insurance and Bonds
Bui ld ing and grounds

Public Safety:
Ordinance officer
Fire protectron
Planning and zoning

Pu b l ic  Works:
Highways and streets
Street ljghting
Sanitation

Capi ta l  lmprovements
Other.

Contingency

Total expenditures

Excess (deficiency) of revenues
over expenditures

Fund balance,  Apr i l  1

Fund balance,  March 31

$  1 5 6 , 1 4 0  $  1 5 6 , 1 4 0 $ 106,379 $ 49,761

13  500
17  000
2 000
1 200
4,450

5 3,0 00
6,000

400
41 ,000

13  500
17 ,000
2,000
1 .200
4,550

44 000
6 000

500
44,000

58,349
6,004
1 . 0 3 8

4  5 , 3 6  3

1 8 , 4 0 6
2.672
1 8 0 ' 1
7  C ? O

5,349
4

638
4,363

1 406
672
6 0 1

3,2 89
18,7 77

zz ,  |  ?c

7 .254
4 050

15 ,200
8,500
1 ,100
9 ,21  0
2 ,500
7 ,404

600
19 ,000
5,500

2,000
1 ,000

2 5,000

78,061

1 8 . 4 3 3

7 ,O04
I ,920

1 4 , 0 0 0
L240

7 1 6
8.496
1 , 9 8 2
6 , 9 9 1

600
14,767
2.794

2,000
883

1 7  q q ?

3,722

246
2.130
1 200

t av

384
7 1 4
5 1 8
409

4,233
2,746

117
8 . 1 2 2

25.000

$ (23,490)  $ (17,490)  $ 51,048 $ (30,984)

78,061 78,061

q  E 1  A 7 1  Q  A n  6 7 .  q  1 r O  1 n O

The accompanyrng notes are an ntegral part of these f inanctal statements.
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$ 1 32.650 S 138.650 $ 157 ,427

21 155

7 ,250
4,050

15.200
8 500
1  100
9  210
2 500
6,400

600
19 ,000
5.500

2 000
1000

21 ,175
6,500

25,000

78 061

47 ,077



TOWNSHIP OF KRAKOW
Presque lsle County, Michigan

ADDITIONAL SUPPLE[/ENTAL INFORMATION
GENERAL FUND EXPENDITURES BY DETAILED ACCOUNT

For the vear ended March 3' l  .  2008

Township Board:
Salar ies
Pension
Social Security
Postage
Telephone
lvl ileage
Pr int ing and publ ish ing
Insurance and bonds
Dues
Legal
Office Supplies
[/iscellaneous
Total Township Board

Supervisor:
Salary
l\4 ileage
Deputy
Total Supervisor

Elect ions:
Wages
Suppl ies
[4 ileage
Postage
Total Elections

Assessor:
Salary
Miscel laneous
Total Assessor

Clerk:
Salary
Deputy
Pension and FICA adminis t rat ton
l\/lileage
Total Clerk

Board of Review:
Wages
Pr int ing and publ ish ing
Total Board of Review

Treasu re r:
Salary
Deputy
Mileage
Total Treasurer

Bui ld ing and grounds
Salary
O n a r t t i n n  q l ^ n l , o c

Utilities
Repairs and maintenance

(coNTtNUED ON NEXT PAGEI

The accompany ng notes are an integral part ofthese f inancia statements

3,120
1 295
1 079
1 9 5 9

384
1 3 6

2 . 0 1 2
1 982
1 8 6 6
2.444

643
2,619

1 9 , 4 9 5

6.840
124
40

7 004

1 . 6 7 2
o l

1 6 6
2 1

920

1 4,00 0
150

1 4 , 0 0 0

7 480
1 6 0
600

I ,240

I ,294
86

380

7 ,46A
1 6 0
876

8.496

1 ,100
325

2 ,297
2 ,911



TOWNSHIP OF KRAKOW
Presque lsle County, Michigan

ADDITIONAL SU PPLE[/ENTAL
GENERAL FUND EXPENDITURES BY

INFORMATION
DETAILED ACCOUNT
31,  2008

Bui ld ing and grounds -  cont inued
l\il scellaneous
Tota l  Bui ld ing and grounds

Ordinance officer:
Wages

Total Ord inance officer
Fire protection:

Contracted servrces
Total Fire protectjon

Planning and zoning:
Salar ies
l\,4 ileage
Su ppIes
Tota l  P lannrng and zon ing

Highways and streets;
Contracted services
Total Highways and streets

Street  L ight ing:
Utilities
Repairs  and maintenance

T^r. l  q i raaf  I  i^ht ih^

Sani tat ion:
Wages
Contracted servrces
Ut i l i t ies
Telephone
Insurance and bonds
Miscel laneous
Total San itatron

Total Expenditures

For the vear ended March

(CONTINUED FROM PREVIOUS PAGE}

6  9 9 1

600
600

1 4  7 6 7
1 4  7 6 7

2.794
1 0 6
1 5 0

3 ,050

2.000
2 000

883

5 , 0 7  0
9,696

412
386

1 , 4 4 1
588

17

379106

The accompanying notes are an rf tegral part of these f inancial statements



TOWNSHIP OF KRAKOW
Presque lsle County, Michigan

ADDITIONAL SUPPLEMENTAL INFORMATION
CURRENT TAX COLLECTION FUND

STATEMENT OF CHANGES IN ASSETS AND TIABILITIES
For the Year ended March 31, 2008

Balance Balance
4l'112007 Additions Deductions 3/31/2008

Assets
Cash n bank

Liabi l i t ies
Due to other fu nds
Due to other  tax ing un ts

Tota l  L iabi l i t ies

-  $  1 . 0 3 4 . 3 7 7  $  1 0 3 4 , 3 7 7  $

62.859 62.859
9 7 1 . 5 1 8  9 7 1 . 5 1 8

$ $ 1.034.377 S 1 .034 377 I

The accompanying notes are an integral part of these f nancia statements
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To the Township Board
Township of Krakow
Presque lsle County, Ml

We have audited the f inancial statements of the governmental act ivi t ies and each major fund of
Krakow Township as of and for the year ended March 31, 2008, which col lect ively comprise Krakow
Township's basic f inancial statements and have issued our report thereon dated July 31, 2008.
Professional standards require that we provide you with the fol lowing informaiion related to our audit.

Our responsibi l i tv under U.S. General lv Accepted Audit inq Standards

As stated in our engagement letter dated June 17 ,2008, our responsibi l i ty, as described by
professional standards, is to plan and perform our audit to obtarn reasonable, but not absolute,
assurance that the f inancial statements are free of material misstatement and are fair ly presented in
accordance with the U.S. general ly accepted accounting principles. Our audit of the f inancial
statements does not rel ieve you or management of your responsibi l i t ies.

Quali tat ive Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting pol icies. In
accordance with the terms of our engagement letter, we wil l  advise management about the
appropriateness of accounting pol icies and their appl icat ion. The signif icant accounting pol icies used
by the Township of Krakow are described in Note 1 to the f inancial statements. No new pol icies were
adopted and the application of the exist ing pol icies was not changed during the f iscal year. We noted
no transactions entered into by the Township of Krakow during the year for which there is a lack of
authorrtat ive guidance of consensus. There are no signif icant transactions that have been recognized
in the f inancial statements in a dif ferent period than when the transaction occurred.

Accounting estimates are an integral part of the f inancial statements prepared by management and
are based on management's knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are part icularly sensit ive because of
their signif icance to the f inancial statements and because of the possibi l i ty that future events affect ing
them may differ significantly from those expected The most sensitive estimate affecting the financial
statements was capital asset depreciat ion.

Management's est imate of the capital asset depreciat ion is based on the estimated useful l ives of the
Township of Krakow's capital assets. We evaluated the key factors and assumptions used to develop
the capital asset depreciat ion in determininq that i t  is reasonable in relat ion to the f inancial statements
taken as a whole.

+i,{NM M. ,r0tlN9urf',1. Ct'A KRIgTY L AflLZE CPA



The disclosures in the f inancial statements are neutral,  consistent, and clear'

Audit Adiustments

For purposes of this letter, professional standards define an audit adjustment as a proposeo

correction of the f inancial statements that. in our judgment'  may not have been detected except

through our audit ing procedures. Management has recorded al l  of our proposed audit adiustments

For the purposes of this letter, professional standards define a disagreement with management as a

matter, whether or not resolved to our satisfact ion, concerning a f inancial accounting' report ing' or

audit ing matter that could be signif icant to the f inancial statements or the auditor 's report We are

p |eased tha tnosuchd isagreementsarosedur ing thecoUrseo fouraud | t '

we have requested certain representations from management that are included in the management

representation letter associated with the audit for the year ended March 31' 2008'

Other lssues

we general ly discuss a variety of matters, including the application of accounting principles and

audit ing standards, wtth management each year prior to retention as the Township of Krakow's

auditors. However, these discussions occurred in the normal course of our professional relat ionshtp

and our responses were not a condit ion to our retention'

We encountered
our audtt.

no signif icant dif f icult ies in deal ingwith management in performing and completing

In planning and performing our audit of the f inancial statements of the Township of Krakow as of and

for the year ended March 31, 2008, in accordance with audit ing standards generally accepted in the

united states of America, we considered the Township of Krakow's internal control over f inancial

reporting (internal control) as a basis for designing our audrting procedures for the purpose of

expressing an opinion on the financial statements, but not for the purpose of expressing our oplnlon

on the efiectiveness of the Township of Krakow's internal control Our consideration of internal

control inciuded procedures to evaluate the design of controls relevant to an audit of f inancial

statements and to determlne whether they have been implemented, but it did not include procedures

to test the operating effectrveness of controls, and accordingly, was not directed to discovering



signif icant deficiencies in internal control.  Accordingly. we do not express an opinion on the
effect iveness of the Township's internal control.

Our consideration of internal control was for the l imited purpose described in the preceding paragraph
and would not necessari ly identi fy al l  deficiencies in internal control that might be signif icant
deficiencies or material weaknesses. We did not identi fy any deficiencies in internal control that we
would consider to be a signif icant deficiency or a material weakness, as defined below.

A control deficiency exists when the design or operation of a control does not al low management or
employees, in the normal course of performing their assrgned functions, to prevent or detect
misstatements on a t imely basis. A srgnif icant deficiency is a control deficiency, or a combination of
control deficiencies, that adversely affects the enti ty 's abi l i ty to init iate, authorize, record, process. or
report f inancial data rel iably in accordance with general ly accepted accounting principles such that
there is more than a remote l ikel ihood that a misstatement of the enti ty 's f inancial statements that is
more than inconsequential wi l l  not be prevented or detected by the enti ty 's internal control.

A material weakness is a signif icant deficiency, or a combination of signif icant deficiencies, that
results in more than a remote l ikel ihood that a material misstatement of the f inancial statements wil l
not be prevented or detected by the entity's internal control.

This communication is intended solely for the information and use of the Township of Krakow,
Presque lsle County, Ml and the State of Michigan Department of Treasury and is not rntended to be
and should not be used by anyone other than these specif ied part ies.

Johnson & Schulze, PC
Ju ly  31 ,  2008
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